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UCCESS M@ Chrysler Fifth Avenue. One of the most 


prestigious cars of the decade. Complete with all of the trappings of success. Like air conditioning, power 
windows, power brakes and steering. Tinted glass, defroster and automatic transmission. Individual 
pillow styled reclining seats. All costly features that come standard with Fifth Avenue. 


Compare Fifth Avenue with other full size luxury cars. With Lincoln Continental. With Cadillac 
DeVille. At a price $10,000 lower Chrysler Fifth Avenue is your best option to buy or lease. 


+Based on available competitive information at time of printing. CHRYSLER 


Some items illustrated or mentioned maybe optional at extra cost. 
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* Limited warranty. Excludes imports, fleets and leases after 2 years 
or 40,000 km. $100 deductible may apply. See dealer for details. 


1985 IN REVIEW: 
The Morning After 


The American economy set a red-hot 
pace in 1984 and into early 1985, and the 
Canadian economy benefited. Total ex- 
ports to U.S. markets in 1984 were about 
one-third higher than in 1983, and gross 
national product surged ahead by almost 
5%. Two of the Atlantic provinces (New 
Brunswick and Nova Scotia) recorded 


growth in excess of the national trend, a. 


third (Prince Edward Island) clocked in 
at 4%, while Newfoundland registered a 
2.1% increase. 

Almost universally, 1985 has been a 
year of deceleration. There has been 
growing concern in the United States over 
the size of two deficits (on visible trade, 
and on the federal budget), and not even 
this giant industrial machine could sus- 
tain the pace it set in 1984, when growth 
in real GNP was in the order of 7-8%. 
The forecast for the United States in 1985 
runs at a much more modest 3% or so. 
Even this is stronger than anticipated. 

Two other things in the American 
economy in later 1985 deserve mention. 
Firstly, the dollar has fallen back from 
the giddy levels of 1984 and early 1985 
(although not much against the Canadian 
dollar). Indeed, concern over the distor- 
tionary effects of astrong U.S. dollar has 
become sufficiently strong that the five 
principal economies of the Organization 
for Economic Cooperation and Develop- 
ment (the United States, West Germany, 
France, Japan, and the United Kingdom) 
have agreed to cooperate to depress the 
dollar further. This is bound to affect the 
performance of Canadian exporters in 
this important market. 

Secondly, a flood of imports has eaten 
into American industry’s domestic 
market, and this has been accompanied 
by asurge of demands for a degree of pro- 
tectionism from these imports. In the 
Atlantic context, this has affected, or may 
affect, hogs and pork, lumber, saltfish, 
and fresh groundfish. Even those witha 
cursory familiarity of the region’s 
economy will appreciate the gravity of 
these threats. 


Provincial Details 

Canada’s economy grew by alittle less 
than 5% in 1984, and this is predicted to 
come down to about 3 to 4% in 1985. 

Of the four provinces, Newfoundland 
in aggregate has not benefited much from 
decent national or regional paces in 1983 
and 1984. This is not to say that two of 
the three or four most important goods- 
producing industries (excluding services) 
did not do well. Both the iron ore mines 
and paper mills posted excellent records 
in 1984, and have more or less matched 
the national pace in 1985. The fishery, 
however, continues to suffer from reduc- 
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tions in stocks, and confusion in the pro- 
cessing sector. This spells times of reduc- 
ed and uncertain incomes in many isolated 
communities, and is sufficient to drag the 
entire economy down. In spite of a de- 
cent record in retail sales over the first 
eight months of 1985 (up about 8% over 
1984), growth in gross provincial product 
in 1985 will only be about 1 to 1.5%, down 
from 1984’s 2 or 2.5%. High unemploy- 
ment remains a particular worry. 

It only takes a good potato harvest, 
lobster catch, or tourist season every se- 
cond or third year in Prince Edward 
Island to provide sufficient margin for the 
provincial economy to do very well. '1984’s 
credible increase of a little over 4% was 
due to early-year sales of potatoes from 
the 1983 crop. As well, lobster fishermen 
spent their gains from the 1983 catch, and 
progressive staffing of the new Depart- 
ment of Veterans Affairs offices in 
Charlottetown promoted a good degree 
of household formation and, in conse- 
quence, residential construction. 

House building was also booming in 
1985, and large projects are giving the con- 
struction sector a very good year. Lobster 
catches have exceeded those of 1984, and 
have even surpassed the records of 1983. 
And tourist visitation has increased in 
1985. Potato growers however, hada mid- 
dling year, and this will hold overall pro- 
gress back. In spite of this, the Island 
economy will probably do quite well in 
1985. Already, the Island’s unemployment 
rateis lowest in the region. Growth at about 
3% is predicted. 

Nova Scotia must adjust to a slower 
pace of offshore activity, at least for a 
little while. The demise of the Petroleum 
Incentives Payments (grants to assist off- 
shore exploration) and continued pro- 
blems with the Venture Field are effec- 
tively removing two principal com- 
ponents of recent provincial perfor- 
mance. Other sectors, however, are do- 
ing very well, especially the fishery and 
residential construction. Retail sales have 
been surprisingly strong (about 14% 
higher over the first eight weeks of 1985 
compared to the same period of 1984), 
and manufacturing shipments have 
declined only marginally (5% or so to 
July). 

Nova Scotia’s relatively diversified 
economic base will stand it in good stead, 
however. A new aero engine plant is be- 
ing built near the Halifax airport, and the 
province’s exports of end products (ready 
for consumers or industrialists to use) is 
taking up an encouragingly higher pro- 
portion of total exports. Job creation 
could be better. Growth in 1985 will ap- 
proach, but probably not exceed, national 
averages — probably around 3%. 


Low prices for New Brunswick’s main 
resource products will certainly see a 
slower pace in 1985 from 1984’s im- 
pressive 5%. Not even the big-frigate- 
building program in Saint John can carry 
an entire provincial economy, and a 
reasonable pace demands performance 
from forest products and the province’s 
mines. In a sense, a good year in 1984 
would have been difficult to match even 
in the absence of a general cyclical 
downturn in 1985. Residential building 
has been strong (especially in apartments, 
taking advantage of the dismantling of 
rent controls) and electricity exports have 
excelled. 

There is also a new coated paper mill 
being built in the Miramichi, a good 
number of major projects under way in 
other parts of the province, and now there 
are two producing potash mines near 
Sussex. The province’s economy will pro- 
bably rebound strongly once export de- 
mand picks up. 1985 wil! see advances in 
the order of 2.5-3%. 


NOTE 


The information in this supplement 
has been prepared by the Atlantic Pro- 
vinces Economic Council. It was submit- 
ted for publication in late October, and 
contains the most recent information 
available. Events frequently conspire to 
overtake even the most thoughtful 
analyses, however, so please bear this in 
mind as you read the supplement. 


atlantic provinces 
economic council 


Atlantic Provinces Economic Council 
5121 Sackville Street, Suite 500 
Halifax, Nova Scotia B3J 1K1 

(902) 422-6516 
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THE FISHERY: 


The Rocky Road to Revitalization 


Crisis has not been a stranger to the 
Atlantic fishery, and 1985 was no excep- 
tion. While some encouraging signs were 
evident, the Atlantic fishery remains 
troubled. The industry’s problems have 
a familiar ring; stock and quota problems, 
interprovincial squabbling, market dif- 
ficulties, international conflicts, and the 
Newfoundland fishery in general. 

The news is not all bad, however. 
After groping in the dark for most of this 
decade, the industry seems on the verge 
of better things. This opinion is based on 
the dramatic improvement in the finan- 
cial health of several companies, led by 
National Sea Products Limited, and the 
observation that the Newfoundland 
fishery has likely bottomed out and is due 
for improvement. 


Rating The Restructuring 

Reviews of the 1983 restructuring of 
major Atlantic fish companies are mix- 
ed. Predictions that National Sea would 
only prosper in private hands have ap- 
parently been borne out by improvements 
in company ledgers to the end of June 
1985. - 

In contrast, Newfoundland’s Fishery 
Products International Limited, formed 
from the remnants of seven failed com- 
panies, is expected to lose $25 million in 
1985. In this case, it was clear from the 
outset that the new company, 88% 
government owned, was seriously under- 
funded and a second round of restructur- 
ing would be needed. 

This process began in early fall, 1985 
with the release of FPI’s 5-year business 
plan and the commitment of a fresh $133 
million by two levels of government. A 
major aspect of this second stage of the 
restructuring process is the ‘‘privatiza- 
tion’’ of fifteen of the company’s inshore 
plants. Eight of these are owned and seven 
are leased. The company plans to operate 
the plants until they are sold, in concert 
with its social mandate, and no decision 
is expected on the future of any unsold 
plants for two years. The new business 
plan combined with apparent long-term 
labor peace is cause for some optimism. 


Industry Performance 1985 

One measure of success in the fishing 
industry is the value of landings reported. 
In this regard, 1985 results are mixed. 
Preliminary figures for Nova Scotia show 
an encouraging upward trend for most 
species. In particular, improving landings 
and prices for lobster and scallops have 
meant high returns for many South Shore 
fishermen. 

The same level of success was not evi- 
dent in Newfoundland. A six month strike 
by trawlermen and plant workers meant 
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a slow start to the offshore season. This, 
combined witha failure of the province’s 
inshore groundfishery, has produced one 
of the poorest years in memory. The one- 
fifth drop in landings over the first seven 
or eight months has not only caused sup- 
-ply problems for plants but many 
fishermen and plant workers were left 
without the necessary ‘‘stamps’’ to 
qualify for unemployment insurance. 
New Brunswick fared little better. 
Plant workers in one crab processing 
plant, faced with a shrinking number of 
weeks worked, or a result of changing 
technology and lower catches, rioted in 
mid-April. New Brunswick fishermen 
also had to face the closure of salmon 
fishing and limitations to herring quotas. 
Prince Edward Island’s fishery, while 
small on a regional scale, is very impor- 
tant to the economy of the province. 
Another good year for lobster fishermen 
and the granting of crab licences to 
Islanders for the first time will mean good 
things for the provincial economy in 1985 
and into 1986. 


Strong Markets But..... 

A devalued Canadian dollar, improv- 
ed demand and supply problems among 
competitors saw markets improve for 
most fish products in 1985. Although 


sien 


prices for a few important species (crab 
and capelin) continued their recent 
downward trend, markets for most 
species improved. 

A devalued Canadian currency has, 
in terms of the American dollar, been a 
boon to fish exporters in recent years. 
Markets improved even further beginn- 
ing in late 1985 as the American and Cana- 
dian dollars slipped against most other 
world currencies. Countries, like Iceland, 
which maintained competitiveness 
through aggressive devaluations are now 
paying the inflationary price for these ac- 
tions. Iceland, in particular, will be 
squeezed by this trend, in addition to 
growing stock problems. 

Success may have a price however. 
The competitiveness of Canadian fish on 
American markets, (the destination of 
80% of the region’s exports) has brought 
charges of unfair trade practices from 
American fishing interests. The U.S. In- 
ternational Trade Commission is now in- 
vestigating these complaints which claim 
that Canadian fresh fish exports ($94 
million in 1984) are unfairly subsidized 
by government. If the Commission’s deci- 
sion, expected in January or February, 
upholds these complaints and imposes 
duties, it is felt that the important frozen 
fish trade will be the next target. Any 
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threat to frozen markets means more of 
a threat to Newfoundland. 


Growing Conflict 

A disturbing tendency to confronta- 
tion in the fishing industry has become 
apparent in recent years. The burning of 
a fisheries patrol boat by southwest Nova 
Scotia lobster fishermen was followed by 
a so-called ‘‘crab riot’’ in Shippagan, New 
Brunswick early in 1985. Later in the year, 
Nova Scotia draggermen blocked the en- 
trance to Digby harbor to protest by- 
catch limits on pollock and haddock. Nor- 
theast New Brunswick herring fishermen 
fished illegally for four or five days in the 
year to back up demands for higher 
quotas. 

This air of conflict was extended to 
the boardrooms of major companies, and 
into provincial offices, as a result of an 
application by National Sea Products to 
operate a freezer factory trawler. While 
National Sea feels that the extra quality 
from freezing at sea will help it maintain 
and expand markets, Newfoundland in- 
terests are unconvinced by the quality 
argument and feel that the exploitation 
of northern cod stocks by such a vessel 
would be at the direct cost of shore-based 
jobs in that province. 


Looking Ahead 

The first half of the 1980s have seen 
a disastrous period for the Atlantic fishery 
by any measure. While a number of 
positive signs were evident in 1985, such 
a market improvement and a return to 
profitability of National Sea Products, a 
number of problem issues must be over- 
come if this trend is to continue in 1986 
and beyond. Attempts to impose counter- 
vailing tariffs on Canadian fresh fish ex- 
ports could seriously damage Canada’s 
position in the American market, should 
preliminary findings of subsidization of 
the Canadian fishing industry be upheld. 

The Newfoundland inshore fishery 
must be stabilized. The development of 
anew mid-shore fleet being proposed by 
the Newfoundland government has 
possibilities in this regard. The recovery 
of the Newfoundland fishing industry 
also depends on the effectiveness of the 
second phase of the restructuring. 
Revitalization of the processing capacity 
and modernization of catching capacity 
together with continued quality im- 
provements are keys in this regard. 

It is clear that 1986 will be a critical 
year for the Atlantic fishery. While poten- 
tial problems have the capacity to over- 
whelm the industry in the coming year, 
a continuation of the limited progress of 
1985 could set a positive course for the 
rest of this decade. 
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_ TRAINING 
COUNSELLING 
INFORMATION 


Your path 


to business 
Success 


We’re a Federal Crown shops, practical Management 
Corporation with a mandate Clinics, Owner/ Manager 
to help business succeed. Courses, our Small Business 
Why? Because a nation with Information Service, providing 
a successful small business valuable information on Gov- 
sector is a prosperous ernment programs or CASE 
nation. (Counselling Assistance to 

That’s why we’re here. And Small Enterprises). With CASE, 
here’s why you should take successful, retired business 
advantage of our services. people provide hands-on 


management counselling. So 


Sound management is the make profitable use of these 


indispensable base of a solid 


; services. 
business. That’s why we pro- 
vide the management services 
we do. Services no other Call FBDB today, toll-free 
lender offers. You can choose 1-800-361-2126 


according to your needs from: 

Business Management Semi- 

nars, seminars organized La Banque offre ses services 
jointly with associations, Work- dans les deux langues officielles. 


BACKING INDEPENDENT BUSINESS 


® 


Federal Business Banque féderale 
Development Bank de développement 


Canada 
APS 


CONSTRUCTION: 


Homebuilding Booms 


} 


The first three quarters of 1985 have 
produced a surge in residential housing 
starts in all four provinces. Total starts 
in urban areas throughout the region were 
50% higher in 1985 than in 1984, with the 
biggest percentage increases in New 
Brunswick and Nova Scotia. In part, this 
has been caused by stable and relatively 
low mortgage rates. As well, it reflects a 
poor 1984 for most of the region’s home 
builders; it is significant that the lowest 
proportional increase was in Prince Ed- 
ward Island, which had a good year in 
1984. 

There are interesting details emerging 
in this boom between the provinces. The 
principal activity in Newfoundland is in 
single-family detached dwellings, while 
multiple-unit dwellings assume more im- 
portance in the other three provinces. In 
Prince Edward Island, this reflects apart- 
ment construction in and around Charlot- 
tetown, where arrival of Department of 
Veterans Affairs staff has apparently 
stimulated a higher degree of household 
formation. As well, several senior citizen 
complexes have been built on the Island. 

_ New Brunswick is in the first year of 
no rent controls, and this has undoubtedly 
provoked a faster pace of apartment con- 
struction. Activity in Fredericton is par- 
ticularly noticeable in this respect. Rent 
controls are still in effect in Nova Scotia, 
and there is little doubt that this has caus- 
ed, in great part, a housing crisis in the 
Halifax area. Vacancy rates are con- 
sistently below 1% in many parts of the 
metro area. 
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Another phenomenon underlying 
multiple unit starts in Nova Scotia has 
been an explosion of expensive con- 
dominium developments. There are, in- 
deed, indications that too many units are 
coming on the market ina short time, and 
sales have been less than expected. 


Commercial Space Growing 

Halifax has also seen a rapid pace of 
commercial developments over the past 
couple of years. This has mainly been of- 
fice space in the downtown area. There 
are mixed feelings about this. Some say 
that supply is far outpacing demand, 
especially when slower economic times 
loom. Others say that the city has reach- 
ed a point where it generates self- 
sustaining progress as a regional centre. 
As new space has come on the market, 
it has been taken up at an encouraging 
pace. Some of the first generation of high- 
rise office buildings, however, are losing 
tenants as the competition heats up. 

There are many other projects under- 
way throughout the region. St. John’s 
especially is blessed in 1985 by starts of 
three big complexes (either offices or a 
hotel and convention centre) after several 
years of uncertainty. As Hibernia looms, 
so do much better times for New- 
foundland’s construction sector. New 
Brunswick has the usual array of new 
developments, from the forest research 
complex in Fredericton, to shopping mall 
expansion in Moncton, and mine and mill 
works elsewhere. And Prince Edward 
Island has seen work on the Veterinary 


College proceed rapidly to its peak. 
Although it is doubtful whether 
Atlantic builders will get back to the levels 
of activity of the late 1970s, 1985 certain- 
ly turned into a tonic for them. There still 
is the prospect of big contracts coming 
from offshore development. A slimmer 
sector is well placed to benefit. re) 
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MINING: 


More Diversity 


There is little doubt that the boom 
years for Canadian mining have slowed 
a little. New products from the Third 
World have eaten into traditional 
markets, new materials such as plastics 
have taken over some uses normally ful- 
filled by metals, and recycling has become 
a sophisticated industry. 

In the midst of these trends, Atlantic 
mining is still going strong. There aretwo 
new mines in New Brunswick, and one 
in Nova Scotia, and older mines have re- 
opened in New Brunswick and New- 
foundland. These openings and reopen- 
ings involve new products such as potash, 
tin, antimony, and fluorspar. These are 
added to the traditional strength of the 
region’s mining sector, based oniron ore, 
lead/zinc, and coal. 


A Middling Year 

Having said this, 1985 has turned out 
to beaso-so year in the mines. Commodi- 
ty prices in general are down in the wake 
of a slower economic pace. The slowdown 
has not been as radical as expected, 
however. 

Shipments of iron ore from Labrador 
to July were only 3.8% lower than in 1984, 
and stockpiles were lower. Most of the 
credit for this goes to export sales which 
were almost 10% higher. Spot market 
sales have been particularly brisk. 

Zinc is another matter, and New 
Brunswick’s one big mine has scheduled 
a year-end closure for a couple of weeks 
to allow stockpiles to go down. Demand 
for zinc for the mines is more solid and 
faster to rebound than for other base 
metals, however, as it is difficult to recy- 
cle. Just a modest increase in demand will 
set prices increasing again. 

Nova Scotia’s new tin mine produced 
its first concentrate in October. The tim- 
ing is a little dubious, as world tin prices 
are the lowest in years, but the mine’s pro- 
ximity to the important American market 
gives it an advantage. It is an important 
development for western Nova Scotia, 
and there is by-production of copper and 
lead. 

Rio Algom, who developed the tin 
mine, is also in the final stages of buying 
Potash Company of America, including 
its New Brunswick operations at Penob- 


squis. There have been some production. 


difficulties at the 2-year-old mine, which 
may require further investment spending. 
A second mine at nearby Cassidy Lake 
(developed by Denison-Potacan) shipped 
its first output in October 1985. Produc- 
tion of this new mineral is amost welcome 
diversification of New Brunswick’s min- 
ing industry, and there are distinct pro- 
spects of a third mine in the Sussex area. 

The Old Lake George antimony work- 
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ings near Fredericton have been given a 
new lease on life by sinking a shaft to work 
a new ore body. The old ore body was 
worked out, and the mine closed in 1981. 
Its reopening partly compensates that par- 
ticular area of New Brunswick for closure 
of the Mount Pleasant tungsten- 
molybdenum mine due to technical pro- 
blems and low prices. 

Coal output in Cape Breton has 
pleasantly surprised most people by stay- 
ing more or less in line with 1984 in spite 
of loss of production from the Number 
26 colliery. The high grade metallurgical 
coal for Number 26 has been replaced, 
at least in part, by coal from other mines. 
This has allowed resumption of impor- 
tant export sales. 


The Potential Increases 

Total mine output in 1985 will not sur- 
pass 1984 because 1984 was so good. Un- 
fortunately, 1986 may see a further 
deceleration in overall economic activi- 
ty, which will certainly affect Atlantic 
mining jobs. The region can put trust in 
the health of the sector, however. Future 
developments will probably involve new 
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gold mines in Newfoundland (an impor- 
tant ore deposit was identified near Port 
aux Basques in 1985), Nova Scotia 
(Seabright Resources has awarded a con- 
tract to build a shaft at its Forest Hill pro- 
perty), and northern New Brunswick (at 
various points in a rich area of mineral- 
ization). : ee 


S3DYNOSIY GNV SINIW ‘ADYIANI *JOYNOS 


AP7 


ee ee ee ee IN A SERIES 


Expand Your 
ting aml 


fi youd Wit ho than 800 
like to Service. RCF 
expand your allows you 
operation or ae mg Ce, to establish 
improve and build a 
customer local 


service — without the expense 
of new offices, personnel and 
equipment — consider the cost- 
efficient advantages of 800 
Service and Remote Call 
Forwarding (RCF). 

These Long Distance Services 
allow faraway customers from 
Canada and the continental 


United States to call you toll-free. 


Both services are excellent tools 
for increasing visibility, accessi- 
bility and profitability. But each 
has its own unique features. 


800 Service- 
Broad Coverage. 


You would select 800 Service, 
if you wish to provide broad 
coverage to specific geographic 
zones, whether it be your area 
code, province, neighboring 
provinces, or all or part of 
Canada. You can even tap into 
the U.S. market with Canada - 
US. 800 Service. 

Watch your sales increase 
when you build your 800 
Service number into your 


advertising and special promo- 
tions. More customers will call 
you because you're providing 
them with quick, easy, no-cost 
service. You ll also increase 
customer satisfaction, because a 
toll-free number is a sign that 
sale service is part of your 
usiness. 


New Minimum 
Entry Level 
for S00 Service. 


More and more companies are 
realizing the advantages of 800 
Service, thanks to your telephone 
company. We've reduced the 
minimum entry level from 10 
hours to just 5“ So even small 
businesses can afford to become 
erowing businesses. 


Remote Call 
Forwarding - City 
Specific Coverage. 


mote Call Forwarding is 
more geographically specific 


presence in specific distant com- 
munities without the expense 
of locating on site. In fact, you 
can now be open for business in 
over 50 Canadian cities and 
700 US. cities. 
Like 800 


—— 


That's because you a 
subscribe to a local tele- 
phone number in only the . 
cities you wish to serve. You also| ~ 
receive listings in the white and 
yellow pages for each area your 
number serves. 

For the caller, RCF is as easy 
as being right next door. 
Because there's no long distance 
dialing or charges. Their calls 
are automatically forwarded to 
your office, whether you're just 
a few miles or thousands of 
miles away. This enables you 
to handle all your business 


e AGT ¢ Bell Canadas B.C. Tel ¢ Island Tel © Manitoba Telephone System @ : 


and profitably 
with 800 Service and 
Remote Call Forwarding. 
Just call the number below 
for more information. 


*Requirements may vary by member company. 


Telecom 
Canada can 
sete AP show you how Call toll-free 
ee O cover more terri- ‘ s : 
in one centralized ory and provide better 1-500 3 6l 30 ze 0 
location while still Customer service effectively 


providing quick, immediate 
response to your customers. EXPO 


| Call Toll-Free Today. 


The member companies of 


™ 


SPONSOR 


OUR BUSINESS 
IS KEEPING YOU 
IN BUSINESS 


We have the people, the skills 
_and the experience to help you 
manage successfully for the 
future. Planning your cash flows, 
structuring your financial pre- 
sentations to banks or investors, 
preparing realistic budgets and 
reducing losses— these are some 
of the ways we can help you 
manage for the 80's. 
Give us a call. It's just good 
business. 


BOB HEALEY 
Suite 301, 

Baine Johnston Plaza, 
St. John’s, Newfoundland 
AIB 3R9 
(709) 726-2840 


KEITH BOWMAN 
Suite 1209, 

One Brunswick Square, 
Saint John, New Brunswick 
E2L 4V1 
(506 ) 652-7360 


ROD McCULLOCH 
12th Floor, 
Maritime Centre, 
1505 Barrington St, 
Halifax, Nova Scotia 
B3J Ko 
(902) 429-4080 


A : 


Clarkson Gordon 
Woods Gordon 


MEMBERS OF ARTHUR YOUNG INTERNATIONAL 
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EXPORT TRADE: 


The Rules Stiffen 


In the complex arena of world trade, 
the mid-1980s are bringing their own set 
of complications. As the decade began, 
there were reasonable expectations that 
the Tokyo Round of the General Agree- 
ment on Tariffs and Trade would effec- 
tively lower trade barriers smoothly up 
to 1987. By this time, a new round of 
multilateral trade talks would have begun 
with the intent of lowering barriers to 
trade even further. 

This part of the universe is, indeed, 
unfolding as it should. Another part, 
however, has taken people by surprise — 
the rise of protectionist sentiment. In 1985 
in the United States, this reached fever 
pitch. A very strong dollar in 1984, coupl- 
ed to a very strong economic perfor- 
mance, saw the United States run up an 
impressive deficit on visible trade. Import 
of Canadian products such as lumber and 
live hogs began to displace American pro- 
duction at an alarming rate. Reaction was 
rapid, with U.S. interests clamouring for 
measures of protection against what they 
claimed was unfair competition. Fish pro- 
ducts entered the equation, too, with 
Canadian saltfish entering U.S. markets 
now subject to an import duty. Fresh 
groundfish are also threatened. 

It is easy to understand American con- 
cern in one respect. Total Canadian mer- 
chandise exports in 1984 were valued at 
$112.5 billion, up from $91 billion in 1983. 
Some 76% of the 1984 exports went to 
American markets. Atlantic exports to 
these same markets were valued at almost 
$3 billion in 1984, or 60% of total Atlan- 
tic exports; proportionately more goes 
from Atlantic Canada to European 
markets. 


The Free Trade Debate 

This high degree of dependence on 
U.S. markets is disconcerting and is the 
principal reason for Canada seeking to 
get a degree of security of market access 
in the form of free trade with the United 
States. A formal request to begin negotia- 
tions between Ottawa and Washington 
came in September 1985. 

The prospect of free (or freer) trade 
engenders mixed feelings. Many non- 
resource-based manufacturers are ap- 
prehensive at the possible flood of 
American imports to meet local demand 
currently satisfied, in part, by local pro- 
duction. Resources stand to benefit, as 
almost by definition initial extraction and 
processing must occur at the location of 
the resource itself. These products cur- 
rently enter the United States at a very low 
average tariff, however, and any gains 
from free trade will come from dismantl- 
ing non-tariff barriers, a much more dif- 
ficult prospect. 


Almost lost in the free trade debate, 


however, is the intensified competition | 


facing some of Atlantic Canada’s most 
important products. Pulp and paper pro- 
duction, for example, now comes from 
many Third World countries, as well as 
highly efficient Scandinavian mills. Ex- 
change rates have favoured these pro- 
ducers in 1984 and 1985, and have made 
it difficult for Atlantic mills to stay 
competitive. 

Exporters also faced barriers in- 
hibiting access to important European 
markets. The European Economic Com- 
munity exists explicitly to promote intra- 
community trading, which is often achiev- 
ed behind a wall of tariffs and quotas. As 
well, the EEC has a free trade arrange- 
ment with the countries of the European 
Free Trade Association, which includes 
preferential access for forest products 
from Sweden and Finland, and fish from 
Iceland. 
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1985 in Review 

In line with overall economic activi- 
ty, Atlantic exports slowed as 1985 pro- 
gressed. Only in Nova Scotia has the 
cracking pace of 1984 been matched (but 
not exceeded) and this is particularly en- 
couraging in that end products (auto tires, 
machinery and so on) have had the ma- 
jor gains. This important group of com- 
modities has claimed a growing share 
of Nova Scotia exports. The drop in 
shipments for Newfoundland, however, 
is mainly because of lower exports of fish, 
and all of New Brunswick’s principal 
resource-based exports have registered 
significant declines. Indeed, cargo ex- 
ported through the Port of Saint John is 
more than 20% down over the first eight 
months of 1985. 

Trade-related issues will hold centre 
stage during 1986 and probably beyond. 
The free trade debate will heat up, 
ironically in alternation with protectionist 
concerns and arguments. The central part 
that exporters play in the growth of the 
Atlantic economy is established. Discus- 
sion of this role is certainly justified in 
the mid-1980s. 
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TOURISM: 


Definition and Assessment 


Tourism is an odd industry. Unlike 
other sectors which produce paper, or 
motor cars, or iron ore, it does not pro- 
duce tangible product. Nor, you might 
say, do most services. Except that tourism 
does not have the well-defined edges that 
most services can claim — it spreads over 
many other industries such as the hotel 
trade, store keeping, restaurants, arts and 
crafts production, and so forth. 

Tourist attractions may also be con- 
sidered an export, except that the con- 
sumers of these attractions (tourists) must 
travel to where the attractions are located 
in space to consume them. The only things 
they can take home with them to show 
for their spending are photographs, a sun- 
burn, memories, and souvenirs such as 
scallop shells or lobster traps. 


Growth Industry 

On one point there is little disagree- 
ment — it is one of the fastest growing 
industries of the late twentieth century, 
and every corner of the world wants a 
piece of the action. Atlantic Canada has 
more than a vested interest because all 
four provinces are already important 
tourist destinations in the traditional 


sense. The new breed of tourism, | 


however, can be much more lucrative as 
it can involve people seeking new ex- 
periences in new places. Usually, these 
people are willing and able to pay more 
and spend more to fulfil their dreams. 

It is encouraging to note, therefore, 
that the Atlantic industry is adapting to 
these new ideals quite successfully. The 
hotel and convention trade has become 
very important in larger urban centres, 
with specialized buildings in places like 
Saint John, Halifax, and Charlottetown, 
and a new one to be built in St. John’s. 
Specialist tourist attractions have 
emerged, such as whale watching in the 
Bay of Fundy, helicopter rides to see 
baby seals on the ice of the Gulf of 
St. Lawrence, fishing trips to Labrador, 
or bird watching tours to small islands. 
(Actually, tuna boat charter operators 
have known about the opportunity this 
offers for many years, and still draw 
well-heeled clients from all over North 
America and Europe to angle bluefin 
tuna.) 

The traditional base of the industry 
is also adjusting and improving constant- 
ly, as the explosion of such attractions as 
water-theme parks attests. In such diver- 
sification lies a reasonable degree of 
steady growth. If there is a big challenge, 
it is to spread the benefits of tourism out 
rather more evenly. At present, most ac- 
tivity tends to be concentrated in certain 
areas, and outlying regions are becoming 
rather more vocal in this regard. 
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A Good Season 

The 1985 season has been generally 
good for all four provinces, with main im- 
provements in visitation coming from 
traditional origins such as Ontario, 
Quebec, and New England. A relatively 
low Canadian dollar still plays its part in 
this respect, both by attracting American 
visitors, and deterring Canadians from go- 
ing south for vacation. 


APEC 


Some special events contributed, par- 
ticularly the Canada Summer Games in 
Saint John. The success of hotel/conven- 
tion centres has continued unabated. 
Even in Charlottetown, where the new 
Prince Edward Hotel was in receivership, 
it operated all summer at close to capaci- 
ty. If this region’s array of attractions con- 
tinues to diversify, the tourist sector will 
certainly benefit. 


@@\fore money has been 
made in real estate than in 
all industrial investments 
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Whose going to argue? 

Carnegie certainly made his 
point, and we are happy to go on 
proving it. 


Roycom Securities is a brokerage 


house with a most selective man- 
date: locating and developing real 
estate investment opportunities 
for the individual investor. 

Our specialization is natural, 


considering the origins of Roycom 


Securities Limited began with 
Roycom Realty—a real estate 
investment and management 


( 


company with offices in Halifax 
and Edmonton. 

There's something special about 
our clients, too. They are usually 
successful professional or busi- 
ness people who recognize the 
potential of real estate, but simply 
don't have the time or the exper- 
tise to manage an active real estate 
portfolio. They are also in the 
$25,000 to $500,000 investment 
class. 

If that sounds like you, we 
should certainly talk. 


ROYCOM 
SECURITIES LIMITED 


Suite 1004, Purdy’s Wharf Tower 
1959 Upper Water St. 
Halifax NS B3J 3N2 421-1223 
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AGRICULTURE: 


Debt, Weather, and Trade Embargoes 


There was atime when all farmers had | 


to worry about was the weather and 
prices. These two were then joined by in- 
put costs. The mid-1980s have seen the 
number of worries increase yet further by 
addition of debt problems and trade 
restrictions. 

New North American farmers are safe 
from debt problems. In part, this is due 
to a rapid increase in indebtedness in the 
late 1970s, a period when a farmer’s prin- 
cipal collateral, his land, was valued 
highly. As surpluses of food and grain 
have grown, however, prices and land 
values have plunged, and ability to repay 
had eroded. The problem particularly af- 
fects new, younger farmers who are strug- 
gling to maintain viability. 

Maritime potato producers are 
familiar with American attempts to 
restrict their products from entering U.S. 
markets. These attempts have substantial- 
ly failed, but potatoes crossing into Maine 
have been subjected to increased inspec- 
tion at the border by U.S. officials dur- 
ing 1985. 


Hog Duties 

Pork producers in Canada have been 
less lucky. During 1984 and into 1985, a 
low Canadian dollar saw great increases 
in exports of hogs to American packing 
plants. Exports in 1984 alone were almost 
four times the level of 1983, and the totals 
over the first ten months of 1985 were even 
higher than 1984’s levels. U.S pork in- 
terests successfully applied for import 
duties on the grounds that Canadian 
agricultural support policies provided a 
form of subsidy to Canadian farmers, and 
that this constituted unfair competition. 
A provisional duty was imposed in 
February 1985 to be confirmed in sum- 
mer. The effects on hog prices were rapid 
and predictable — they went down. 

Atlantic hog producers don’t export 
animals much to American markets, but 
they do receive prices dictated elsewhere 
in Canada. Accepting this, it is surpris- 
ing that Atlantic hog receipts were down 
by a relatively modest 6% over the first 
eight months of 1985. There were some 
better prices early in 1985, however, and 
annual totals are likely to show a more 
profound decline. 

Total receipts were down by 3.4% over 
the same period, exclusively due to lower 
receipts for potatoes in Prince Edward 
Island and New Brunswick. This reflects 
more the great success of the 1983/84 crop 
year (which ended at June 30, 1984) than 
an average performance in 1984/85. The 
1985 crop was not good, and good crops 
elsewhere meant low prices. The area to 
be planted in 1986 may decline as a result. 

Other important cash crops (those 
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grown for sale off the farms rather than | 
for on-farm use) are also having difficult 
years. Tobacco growers, already under 
voluntary area quota systems, are suffer- 
ing from declining markets as more peo- 
ple stop smoking. Blueberry growers had 
the fourth record crop in a row, and suf- 
fered subsequent lower prices and in- 
creases in stockpiles. A high Canadian 
dollar, as well, deterred sales to European 
markets. Tree fruit producers have gone 
through a series of average years. 


Dairy and Cattle 

Livestock farming is dominated by 
dairying. Prices received by farmers, and 
therefore receipts, are set by boards to 
reflect increasing input costs. Total 
receipts, therefore, usually show modest 
increases from year to year. Dairying is 
the single most important type of 
agriculture in Nova Scotia (worth $51 
million in receipts in August 1985), alter- 
nates for top place with potato receipts 
in New Brunswick, and is second in Prince 
Edward Island. Cattle receipts are quite 
important in the region, but have shown 
signs of losing ground as competition 
from outside beef intensifies. Poultry 


FARM CASH RECEIPTS 


ATLANTIC CANADA 


(January to August —Thousands of Dollars) 


receipts in 1985 are higher than two years 
ago (reflecting the success of chicken sales 
at fast-food outlets in North America), 
and have shown a slight increase also from 
1984 levels. 
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ENERGY: 


The Waiting Game 


Offshore exploration has cushioned 
the Nova Scotia economy especially in 
1982, and has stimulated exceptional 
years in 1983 and 1984. Newfoundland 
has benefited to a lesser degree, and cer- 
tainly not to.the extent to offset disastrous 
years in other sectors, the fishery in par- 
ticular. This pattern seems set to change 
now, with less attention on Nova Scotia, 
more on Newfoundland. 

There are several reasons for this. For 
Nova Scotia, the end of Petroleum Incen- 
tives Payments (grants for frontier ex- 
ploration) and the Western Accord have 
shifted attention back to western Canada. 
As well, confirmed commercial gas 
reserves off Nova Scotia have been disap- 
pointing, and make development 
marginal in view of soft world oil prices. 
Newfoundland will probably have less 
drilling activity for these reasons, as well, 
but the fact that the provincial govern- 
ments signed the Atlantic Accord, and 
that Hibernia is a substantial oil reserve, 
are in their favour. 

Indeed, Mobil filed its Environment 
Impact Statement for Hibernia in 
mid-1985. This is another big step forward 
towards development, and incorporates 
a fixed platform production system rather 
than one which floats. This is more ex- 
pensive, but involves more jobs during 
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construction, and permits the company 
longer-term production. Two locations on 
the Avalon Peninsula have been identified 
as platform construction yards, and site 
preparation is proceeding. 

The difference, perhaps, between 
Nova Scotia’s gas and Newfoundland’s 
oil can be summed up by two numbers 
estimated by the Canadian Petroleum 
Association. They say that Canada has 
reserves of conventional oil (excluding 
frontiers) to last less than 11 years in 1984, 
but almost 40 years supply of natural gas. 
This second figure excludes East Coast 
Reserves and does not take account of 
a Situation of similar proportions in 
American gas reserves. 


Electricity 

It appears that a big phase of electrical 
projects has ended in Atlantic Canada. 
The late 1970s and early 1980s saw big 
nuclear works in New Brunswick, new 
thermal stations in Nova Scotia and New 
Brunswick, and new hydro stations in 
Newfoundland. Attention has now turn- 
ed, it appears, to modernization of ex- 
isting stations (from oil to coal, for ex- 
ample) or to experiments with new types 
of fuel such as liquefied coal or a coal- 
water substance called Carbovel 
Liquefied coal, in fact, is drawing more 


ARE 


and more attention as a pilot project to 
produce synthetic oil from Cape Breton 
coal advances. And a new boiler costing 
$33 million at the Chatham generating 
plant in New Brunswick will test 
technology for the clean burning of high 
sulphur coal, or of Albert County’s oil 
shales. 


Costs Still High 

Parts of Atlantic Canada still have the 
country’s highest electricity costs, 
especially Prince Edward Island. The pro- 
vince draws most of its supplies from New 
Brunswick, and thinks it is paying too 
much for these supplies. A series of rather 
complex court cases and hearings has sup- 
ported the Island’s claims, but this rather 
acrimonious dispute is not yet resolved. 
Islanders did get a break in September 
1985 when a federal-provincial agreement 
was signed to subsidize electricity prices. 
Residents and industries will see power 
bills go down by about 20%. 

Energy developments in Atlantic 
Canada still retain a special sexiness, 
whether they involve offshore oil and gas 
or exports of electricity from New 
Brunswick to New England. They remain 
important to the regional economy, and 
there will be more attention placed on - 
them in coming years. Ei 
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programs and services that can help. We have 11 regional offices 
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Halifax, Nova Scotia 
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FORESTRY: 


Overcapacity and Trade Wars 


Lumber production has changed 
rather drastically since the recession. 
Then, many smaller mills closed down 
never to reopen. Production has become 
concentrated in big, automated sawmills 
which are frequently integrated with pulp 
mills as suppliers of wood chips. As with 
pulp and paper sales, New Brunswick’s 
lumber sales have been quite strong in the 
early part of 1985. This reflects buyer 
wariness in the U.S. that import quotas 
may become a reality, and also a good 
pace of housing starts on both sides of 
the border. Nova Scotia sales, however, 
have declined. 

Pulpwood production over the first 
seven months of 1985 reflects underlying 
trends in the processing sector — it is up 
only marginally, or is down in the three 
main producing provinces. As mill inven- 
tories accumulate, the winter’s activities 
in the woods will be reduced according- 
ly. This will be aggravated by reduced 
capacity in Newfoundland (as already 
noted) and in New Brunswick (either by 
shutdown, or forced by strike at one of 
the province’s big mills which began in 
June). Industry gains in 1986 appear 
precarious. 

The balance of the twentieth century 
will be an interesting time for Atlantic 
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PULPWOOD PRODUCTION 
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forest products. This is the single most 
important industry in the region, con- 
tributing many thousands of jobs in three 
out of four provinces. It faces intense and 
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urgent challenges. 

Firstly, world pulp and 
™ paper-making capacity is still 
expanding. Competition is 
2 becoming more intense as 
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the fray. Established pro- 

ducers (such as Scandina- 
via) manipulate their ex- 
change rates to increase 
sales to American markets, 
and exploit free trade ar- 
rangements in European 
markets. 

Secondly, there are stri- 
dent calls for quotas on 
Canadian lumber entering 
U.S. markets. Exports to 
these markets increased 
greatly during 1984 when the 
Canadian dollar was low. 
American sawmills were fac- 
ed with closure, and drastic 
steps have been taken to pass 
laws in Congress to limit the 
Canadian imports. This is 

probably the most serious attempt yet to 
restrict this trade. 

Thirdly, there is still the looming pro- 
blem of wood supply which will become 
intense by 2000. Insect infestation still af- 
fects millions of hectares, an uneven age 
pattern of trees means relatively fewer 
which are of harvestable size, and 
silvicultural management, by and large, 
has been sorely lacking. Given the length 
of time it takes for a tree to grow in the 
Atlantic region, shortages in tree supply 
may force mill closures. 


Slowdown in the Second Half 

Still, both pulp and paper and lumber 
sectors performed very creditably in 1984 
and into the early part of 1985. Paper pro- 
ducers, indeed, tried implementing in- 
creases in newsprint prices several times 
in 1985, but all failed. By the end of the 
year, indeed, a price rollback was in- 
dicated. This is mainly because buyer in- 
ventories have been run up in anticipa- 
tion of higher prices, and demand is 
subsequently much weaker. Little im- 
provement is foreseen in 1986, and New 
Brunswick’s mills will suffer especially. 

One bright spot in New Brunswick, 
however, is the construction of a new 
coated paper mill on the Miramichi, 
which will be supplied with pulp from two 
existing mills nearby. More diversity in 
higher value paper products gives Nova 
Scotia’s mills a better degree of insulation. 
One of Newfoundland’s three newsprint 
mills is undertaking a timely moderniza- 
tion program, so reduced output was 
already expected. 
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THE OUTLOOK: 


What of 1986? 


The nature of business cycles is that 
they are quite long, and once a trend is 
established and gathers impetus, it takes 
some time to change direction. Market 
forces aside, a newish federal government 
seems bound and determined to wrestle 
a massive spending deficit to the ground. 
In Atlantic Canada, there is propor- 
tionately greater dependence on govern- 
ment spending. Heartbeats flutter that 
much more, therefore, when spending 
cuts loom. 

Market forces are also being modified 


by other institutional threats, especially » 


trade barriers which may affect lumber 
and fish exports to American markets. 
Atlantic exporters also rely relatively 
more than other parts of Canada on sell- 
ing to Europeans, and there is already 
a formidable array of barriers and 
keen competition surrounding these 
markets. 

International and national economic 
performance will have their effects on 
regional economic activity. In the United 
States, the general slowdown in 1985 will 
probably extend into 1986, enhanced by 
passage in Congress of a substantial 
package of deficit-reduction measures. 
This initiative, indeed, may negate signs 
of a slight quickening of the pace towards 
the end of 1985. This quickening of the 
pace itself has rather surprised most 
forecasters, and may indicate that bottom 
has been reached. Whether 1986 will see 
an upturn is less certain. American growth 
in the order of 2.5% to 3.5% is likely. 

In Canada, there were mixed signals 
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as 1985 ran down. There have been 
definite signs of a better pace of invest- 
ment spending. This will especially benefit 
the western provinces and southern On- 
tario. If this is sustained, it would be suf- 
ficient to give the national economy a 
‘boost in 1986 over 1985. This would, 
however, require reasonably strong de- 
mand in the United States. The national 
economy may match its 1985 pace, but 
more probably will fall slightly short of 
this at about 3%. 

The same reasoning applies also to 
New Brunswick and Nova Scotia, where 
a further deceleration is anticipated for 
1986. Nova Scotia will grow by a rate of 
about 2%, New Brunswick by about 
2.5%. Prince Edward Island, always mar- 
ching to a different beat, will derive some 
benefit from a decent 1985 which will 
carry it into 1986, although final figures, 
as always, rely proportionately on sum- 
mer weather and fish stocks. The province 
could advance by as much as 2.5%. 

Newfoundland could either plod on 
its weary way in 1986 or could break into 
a trot. Much depends on the timing of 
development of Hibernia. Certainly, the 
medium-term outlook for Newfoundland 
(up to 1990 and 1995) is brighter than for 
several years, based on this one impor- 
tant project. As well, the fishery would 
be hard-pressed to do worse in 1986 than 
in the previous 2 or 3 years, — or have 
we heard that before? At worse, 1986 will 
bring a slightly better pace (about 2%), 
at best it could do much better than this. 
Keep your eyes on the price of oil. @ 
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Piet business is re-discovering 
Atlantic Canada — an historic region 
where the independent spirit still 
thrives. 

And in Atlantic Canada, one parti- 
cular city is the logical first choice for 
self-starting, nCeeecent business 


people. 

That City is 
Moncton, New 
Brunswick! 


Us check these features: ~~“ 
wWthe centre of an $8.5 billion 
retail market. 
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Toronto, Montreal, 
and Halifax. 

YW low rental and 
service costs; pro- 
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revitalization programme. 
Atlantic Business Centre 
for the ‘80's, the ‘90's and beyond. 

To find out what Moncton offers 
you by way of comfortable lifestyle 
and exciting business opportunities, 
clip and mail this handy coupon with 
your business card today. 


Moncton Industrial Development Limited 
Suite 469, 95 Foundry Street 

Moncton, New Brunswick E1C 5H7 

Or telephone (506)854-2700 
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Out of the ordinary. But not out of range. 


Front wheel drive Mercury Sable is a direct result of Ford’s bold commitment to innovative thinking and above all, 
quality. Its beautiful wind-slippery shape is a natural consequence of superior aerodynamic design. 
From its flush glass and front-end “‘laser’’ lightbar to its recessed underbody components, this is an automobile 
designed to move you with style and grace. 

Exceptional performance is also a natural consequence. It’s a direct result of superior engineering. Sable’s EEC-IV 
computer manages a new 3.0 litre V-6 engine with multi-port Electronic Fuel Injection. This is matched with an 
equally new 4-speed automatic overdrive transmission. Four-wheel independent suspension with gas-pressurized 
shocks provides.a smoother ride and power-assisted rack and pinion steering is yours for faster response. 
Inside all instrumentation and control switches are within a sweep of the hand and eye. 

And for premium protection, the 5 year Unlimited Distance Duraguard Warranty against corrosion perforation 
is standard on every Sable we build. 

The new. Mercury Sable sedan and wagon. The future is here and now. 


See the newly-created Sable at your Mercury dealer. 


QUALITY IS JOB 1. 


